Capital expenditures by the top 100 capital spenders make up more than 60% of the aggregate investment by publicly traded firms. Moreover, the variation in investment of these top capital spenders explains a large fraction of the variation in aggregate net fixed private non-residential investment. Surprisingly, these firms have the highest investment-cash flow sensitivity in the economy despite being the least financially constrained. Further, contrary to the trend among smaller firms, the investment-cash flow sensitivity of the top capital spenders has not disappeared over time. We investigate potential reasons for why these firms rely so heavily on current cash flows to make investment decisions and find that the cash flows of the top capital spenders provide better information about these firms' future investment opportunities than proxies for Tobin's Q. We also find that these firms finance their investment in line with the pecking order theory of capital structure. In general, the results from our granular approach indicate that most of the existing evidence based on the behavior of the average firm does not apply to the firms that drive most of the aggregate fluctuations in investment and financing activity. They also indicate that investment-cash flow sensitivities are likely capturing measurement errors in Tobin's Q rather than levels of financial constraints.
